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Summary:

Wenham, Massachusetts; General Obligation

Credit Profile

Wenham Twn GO mun purp ln bnds ser 2010

Long Term Rating AAA/Stable Upgraded

Wenham Twn ICR

Long Term Rating AAA/Stable Upgraded

Rationale

Standard & Poor's Ratings Services has raised its rating on Wenham, Mass.'s series 2010 general obligation (GO) bonds

to 'AAA' from 'AA+' based on our recently released local GO criteria. The outlook is stable.

A pledge of the town's full faith credit secures the bonds.

The rating reflects our assessment of the following factors for the town:

• We consider Wenham's economy very strong, with a projected per-capita effective buying income at 159.2% of the

U.S. and per-capita market value of $135,182. Although the town is primarily residential, it has access to the broad

and diverse economy of Boston, and the county unemployment rate for calendar 2012 was 7.1%. Wenham's

unemployment was below both county and state levels, at 6.4% in 2012.

• In our opinion, the town's budgetary flexibility remains strong. Audited fiscal 2012 reserves were $1.6 million or

11.6% of expenditures. Management is anticipating that available reserve levels as a result of fiscal 2013 operations

will be at least level with its 2012 position or improve.

• In our opinion, Wenham's budgetary performance has been strong over the past three fiscal years. The town closed

fiscal 2012 with surpluses of 0.7% for the general fund and 1.7% in total governmental funds. Management indicates

fiscal 2013 closed with a surplus in line with fiscal 2012 results. The town's revenue is composed primarily of

property taxes, accounting for 86% of general fund revenues in fiscal 2012.

• The town's finances are further supported by what we consider strong liquidity, with total government available

cash, net of restricted funds, at 12.5% of total governmental fund expenditures and 213% of debt service. We also

believe the town has strong access to external liquidity as it has issued GO debt within the past five years.

• We view the town's management conditions as strong with good financial practices. Departments report expenses

and revenues monthly to the town manager, board of selectmen, and board of finance. Wenham produces a

five-year financial projection and long-range financial plan that incorporates three years of historical data to project

revenues and expenditures. Management also prepares a five-year capital improvement plan it updates annually

and identifies funding for all projects. The town does not currently maintain a formal reserve and liquidity policy.

• In our opinion, Wenham's debt and contingent liabilities profile is strong, with total governmental fund debt service

at 5.9% of total governmental fund expenditures, and net direct debt at 43.2% of total governmental funds revenue.

Management indicates it has no current plans to issue additional debt in the medium term. Overall net debt,

including the overlapping debt of Hamilton-Wenham Regional School District and net of self-support, is low, in our

opinion, at 1.5% of market value. Amortization is rapid, with 100% of principal debt retired over 10 years.

• The town contributes to the Essex Regional Retirement System, a cost-sharing, multiple-employer defined benefit
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pension plan administered by the Essex Regional Retirement Board. As of Jan. 1, 2009, the latest actuarial valuation

report, the system's unfunded liability is $257.8 million, with a funded ratio of 51.9%. Wenham's share of the liability

is approximately 2% or about $5.2 million. For fiscal 2012, the town contributed $405,000 or 2.7% of expenditures,

equivalent to 100% of the annual required contribution. Wenham also offers other postemployment benefits

(OPEBs) for eligible retirees. As of July 1, 2009, the last actuarial valuation, the town had an unfunded actuarial

accrued liability of $4.1 million and contributed $150,600 in fiscal 2012. Combined pension and OPEB contributions

accounted for 3.8% of total governmental expenditures in fiscal 2012.

• We consider the Institutional Framework score for Massachusetts municipalities as strong. (See the Institutional

Framework Overview: Massachusetts Local Governments.)

Outlook

The stable outlook reflects our view of Wenham's consistent financial performance supported by good management

practices and access to Boston's deep and diverse employment base. We do not expect to revise the rating in the next

two years, as we believe that management will continue to make the necessary budget adjustments to maintain

structural balance and strong operating flexibility. Future capital needs are limited; therefore, we expect the town's

debt profile to remain strong, which provides further stability to the rating.

Related Criteria And Research

• USPF Criteria: Local Government GO Ratings Methodology And Assumptions, Sept. 12, 2013

• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013

• Institutional Framework Overview: Massachusetts Local Governments, Sept. 12, 2013

• State And Local Government Ratings Are Not Directly Constrained By That Of The U.S. Sovereign, Aug. 8, 2011

• USPF Criteria: Key General Obligation Ratio Credit Ranges – Analysis Vs. Reality, April 2, 2008

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings

affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

the Ratings search box located in the left column.
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